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Each and every family is unique. They have their own histories, beliefs, values and
traditions. By the same token, every family business has its own distinct heritage,
quirks and practices. But if there is one thing that families or family businesses have
in common, it is the desire for a multi-generational legacy.
Beyond the usual 'inheritance' and 'bloodline' issues, 'family legacy' is perhaps better
understood as "far more than the past" and "far more than money", says Mark
Haynes Daniell and Sara Hamilton in their book 'Family Legacy and Leadership:
Preserving True Family Wealth in Challenging Times'.
Daniell is the chairman of Singapore-based The Cuscaden Group, an investment and
advisory business, whilst Hamilton is the founder and chief executive officer of US-
based Family Office Exchange, a business network for family wealth management.
Rather than provide a cut-and-dried, one-size-fits-all approach, the 268-page
'Family Legacy' outlines principles in three broad sections: (1) family legacy and
legacy planning, (2) family leadership and succession, and (3) management of risk
and change.
The authors have also presented case studies to stimulate deeper thought on how readers might address their own
family legacy issues. Though most of the cases centre on North American and European examples, the issues are no
less relevant to Asian family businesses.
Wealth = Weal + Wela
The Old English root words of ‘wealth’ do not refer to money specifically. It is derived from the words weal and wela,
which mean well-being and welfare, as opposed to our modern-day understanding, i.e. capitalistic possessions.
“Creating a true family wealth and preserving an enduring family legacy thus requires far more than financial
investment acumen,” the authors wrote.
Every family has to define a clear philosophy of what constitutes family wealth. At the heart of this is a transparent
and equitable agreement – “the family promise” – on a basic set of principles reflecting the beliefs, attitudes and
behaviours of family members. This is supported by the “family constitution”, a system of organisation, governance,
and an agreement on what is considered responsible ownership.
At the cornerstone of a family legacy should be philanthropy and sharing, described by Daniell and Hamilton as the
“greatest legacies of all”. It is as much about the identity of family as to what they do. They argue that
philanthropy is not only a link to the past, but also something that brings all members of a family together in the
present, as well as providing meaning to values and identity for the future.
Philanthropy today is more than just a cheque donation. It can extend into venture philanthropy or social
entrepreneurship. The FB Heron Foundation in New York, USA, for example, has found that its strategy of investing
in businesses or projects with positive social or environmental impact has resulted in a better-than-average portfolio
performance – in addition to increased social impact.
More importantly, giving as part of the family legacy educates younger members on the finer points of wealth
management and serves to build a caring and lasting bond.
Challenges of a legacy leader
As with any successful organisation, strong and effective leadership is essential. This is also the case for families. A
successful legacy leans on strong family leaders who can pull the members together and draw out a commitment to
create and sustain something greater. Just like challenges faced by leaders of other organisations, the authors point
out that it is critical that leadership and strategy meet timely and specific needs. They also describe various types
of challenges on family leadership and the skills required for the long haul.
For example, what does one do when the family business is sold? Is the family’s connection with the company gone
forever? What if some members want to leave the family enterprise? Situations like these can very well threaten the
stability of a family legacy. Therefore, a successful family leadership model must be well-structured, focused and
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sensitive in dealing with relationships; swift and fair in resolving problems. More importantly, family members must
recognise that if things are to stay as they are, some things will have to change.
“All family members who operate in a family system learn that change, and adapting to change, are two of the most
difficult issues that families face together. Members of the family who fear or resist change create tremendous
hindrances for the rest of the family in preparing the family system for future challenges and necessary departure
from the status quo,” the authors wrote.
Inherent inheritance issues
One significant leadership challenge is the passing of wealth from one generation to another. The authors highlighted
a study conducted by Roy Williams (http://www.thewilliamsgroup.org/roy.html)and Vic Preisser
(http://www.thewilliamsgroup.org/vic.html)of family legacy consultancy, The Williams Group, which showed that
“nearly three-quarters of wealth transfers fail to meet the wealth owner’s initial objectives”.
The statistical breakdown is sobering: only 15% of failures are attributed to poor estate and tax planning, or
incompetent investment advice. 60 percent of the time, it is the result of family disputes and breakdowns. The
remaining 25 percent is due to the lack of preparation of heirs for the responsibilities that come with their
inheritance.
There are also issues relating to intergenerational succession. For example, the founding generation often wants to
leave its wealth to the children, yet they cannot do away with the nagging fear that it might be squandered. Some
others – the patriarchs, founders -- may be so focused on building a business legacy that they neglect the task of
building a family legacy with their children.
Often, the privileged younger generation may find trouble sharing assets with siblings and cousins when the time
comes to do so. Different aspirations and abilities also make it difficult for them to develop a common view of what is
in the best interests of the family.
“Given the fast pace of the twenty-first century and a society more and more centred on individual and instant
gratification, getting a commitment from wealth owners to engage in long-term, intergenerational family legacy
planning may be this generation’s greatest leadership challenge,” the authors wrote.
Daniell and Hamilton thus advocate the following steps to ensure the “greatest chance of success”:
Review the overall legacy plan and specific succession needs;
Define the future leadership model and indentify the crucial succession issues;
Identify the skills and attributes needed for future leadership;
Define and implement a fair and effective selection process for leaders;
Educate future leaders in advance of their service;
Develop a system for leadership performance reviews;
Prepare for and execute a clean transfer of leadership; and
Support the new leader during the post-succession period while starting to prepare for the next succession.
Situating 'family' in an “ecosystem”
Beyond just worrying about handing over to the next generation, family leaders often spend more time paying
attention to other issues. For one, a critical role of a family leader is to guide the family through the risks it
encounters over time.
The authors note that the financial crisis years of 2008 and 2009 have exposed the weaknesses of many family
enterprises around the world. “Owners are now paying more attention to the process they must develop to manage
future opportunities and mitigate future risks.”
Risk definition and management are important as the misalignment or mismanagement of priorities can destroy a
family’s wealth and unity. “Research clearly shows that families cannot preserve wealth beyond three generations
without a systematic process for evaluating and embracing reasonable levels of risk-taking,” wrote Daniell and
Hamilton.
To do this, there must be an “ecosystem” where “a host of advisors, trustees, institutions, industries, friends and
like-minded families”, come together to support and shape the family’s human and financial capital. Due diligence,
however, must be carried out to ensure that members of this ecosystem are “professional, expert and ethical in
word and deed”, the authors cautioned.
“One of the greatest disappointments in the recent economic crisis was the degree to which interests between
advisors and the family were found to be fundamentally misaligned. In many cases, advisor compensation is
determined by product sales or the achievement of client profitability targets, encouraging advisors to push products
or pursue behaviour that does not always work to the benefit of the client.”
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The growing demand for such professional services has given rise to an increasing number of so-called “family
offices”. These set-ups were created to “protect and preserve the legacy and values of the family” through services
like property management, keeping track of a family’s financial assets, coordinating critical aspects of the wealth
planning process such as tax and investment, and even educating family members on what it means to be a
responsible owner of wealth.
Wealth and values
At the end of the day, the purpose of building a family legacy is to bring a family back to its wealth origins and “the
source of its most important values, achievements and collective memories”.
It is the authors’ opinion that the leadership challenge of the future is not only to prepare for a hand-down of
responsibilities, but also to factor in future generations way before they are born – for a family's vision and legacy
values will not be apparent overnight, but generations down the road.
Meantime, family businesses should be about creating something together that is far greater than any individual
member is able on his or her own. That, the authors say, is but the clearest measure of a legacy family.
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